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CINCPAC/J47 HONOLULU HI 

CONFIDENTIAL JAKARTA 03475 

E.O. 11652: GDS 

TAGS: PFOR, MASS, ID 

SUBJECT: FMS CREDIT FOR INDONESIA 

REF : (A) CHUSDLG 08061 1Z FEB 77 (NOTAL). 

(B) STATE 027603 (DTG 080025Z FEB 77)(NOTAL) 

1 . REF A ADVISED SECDEF OF RECEIPT OF FORMAL REQUEST FROM GOI FOR 
FMS CREDIT IN AMOUNT OF $120 MILLION AND ADVISED OF AMBASSADOR'S 
INTENTION TO DISCUSS SUBJECT WITH APPROPRIATE AGENCIES DURING VISIT 

TO WASHINGTON FEB 14-18. REF B ADVISED THAT INDONESIAN AMBASSADOR HAD 
CONFIRMED GOI SUBMISSIN OF FORMAL PROPOSAL FOR PURCHSASE OF ONE 
SQUADRON F-5E'S AND ONE SQUADRON T-34:’S. INTENT OF THIS MESSAGE IS T 
O 

RECAP GOI REQUEST FOR ALL CONCERNED. 

2. ON JAN 25 GOI FORMALLY REQUESTED FMS CREDIT TO SUPPORT ACQUISITION 
OF ONE SQUADRON OF F-5E AIRCRAFT. ONE SQUADRON OF T-34C TRAINER 
AIRCRAFT AND A SMALL ARMS (M-16 RIFLE AND AMMUNITION) CO-PRODUCTION 
FACILITY WITH PRIORITY AS LISTED. TOTAL ACQUISITION COST ESTIMATED AT 
$120 MILLION. GOI ALSO INDICATED THAT IF FY 77 CREDITS WERE NOT AVAIL 
ABLE 

IN THIS AMOUNT THEN USG VIEWS ON ALTERNATE FUNDING WERE REQUESTED. 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 JAKART 03475 180925Z 

OPINION OF SECDEF/SECSTATE ON POSSIBLE ALTERNATIVES IS SOLICITED 
(E.G., USING UNOBLIGATED BALANCE OF $4.2 MILLION IN FY 76 FMS CREDITS 

FY 77 FMS CREDITS OF $23.1 MILLION AND PROPOSED BY 78 FMS CREDITS OF 
$40 MILLION IN COMBINATION WITH COMMERCIAL CREDITS AS NECESSARY TO 
FUND ENTIRE PACKAGE). 
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3. RATIONALE FOR ITEMS REQUESTED IS AS FOLLOWS: 

A. F-E AIRCRAFT WILL REPLACE AGING AUSTRALIAN F-86 FIGHTER WHICH 
WILL BE PHASED OUT OF INVENTORY IN 1978. ACQUISITION OF AIRCRAFT 
WILL SUPPORT COMMONALITY OF EQUIPMENT WITHIN ASEAN. 

B. T-34C TRAINER AIRCRAFT WILL REPLACE OBSOLESCENT T-34A. 

EARLIERST REPLACEMENT CONSIDERED ESSENTIAL TO MAINTAIN ANCE OF 
TRAINING CAPABILITY. 

C. SMALL ARMS CO-PRODUCTION FACILITY (M-16 RIFLE AND AMMUNITION) 

WOULD STANDARDIZE INDIVIDUAL WEAPON WITHIN INDONESIAN ARMED FORCES. 
TO DATE, US GOVERNMENT HAS PROVIDED 22,157 M-16'S THROUGH GRANT AID 
PROGRAM TO INDONESIA.PRODUCTION OF 300,000 RIFLES WOULD REPLACE ALL 
OTHER MODEL RIFLES IN ARMY (STRENGTH 180,000) AND MARINE CORPS 
(STRENGTH 1 1,000). PLANT COULD ALSO PROVIDE REPAIR PARTS AND 
REPLACEMENT WEAPONS. COLT OFFER INCLUDES TECHNICAL AND MANERGIAL 
ASSISTANCE TO PERMIT DUAL PRODUCTION OF RIFLES AND NON-MILITARY 
ITEMS FOR CIVILIAN USE (SUCH AS BRICK PRESSES AND PUMPS). 

VALUE OF NEAR SELF-SUFFICIENCY IN SMALL ARMS PRODUCTION WILL 
PROBABLY OUTWIEGH HIGHER SHORT-RANGE UNIT COST OF MAKING WEAPONS 
RATHER THAN BUYING THEM DIRECTLY. 

4. ABOVE EQUIPMENT WAS INCLUDED IN FY 79-83 MILITARY SECURITY 
ASSISTANCE PROJECTION (MSAP) AND WAS REVIEWED BY COUNTRY TEAM. 
EMBASSY URGES FAVORABLE CONSIDERATION OF REQUEST. 
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